INTRODUCTION
conomic enterprises use both equity and borrowings for their business. The equity to borrowing ratio is the financial autonomy ratio that measures the amount of equity corresponding to borrowings of one Bulgarian lev. The relationship between equity and borrowings is the debt ratio measuring the amount of borrowings corresponding to equity of one Bulgarian lev of equity. 50 University of National and world economy, Studentski grad, bul. "8-mi dekemvri", Sofia, Bulgaria E The financial autonomy ratio and the debt ratio result in varied amounts of profit attributable to owners and to varied return of equity. This means that the value of these ratios affects the return of equity. Therefore, the use of borrowings in the enterprise's business is a factor that results in increase of the return of equity. This positive effect is relevant to the effect of the financial leverage. [1] 
FINANCIAL LEVERAGE EFFECT
References [2] show a model for analysis of return of equity based on the relationship between the indicator and the return of total assets and the financial leverage effect. This model for analysis and assessment of return of equity can be outlined with the help of the following equations: a) Based on the equation between the asset and liability of an enterprise's balance sheet, the average amount of assets (A ) is represented as a sum of the average amounts of equity (E ) and borrowings (L ):
b) Interest expenses (E ) are calculated as a product of the average amount of borrowings and the internal interest rate (I%):
c) Return of total assets (ROTA) is calculated as a percentage of the sum of balance sheet profit (Pf ) and interest expenses to the average amount of enterprise's assets:
Being presented in this way, return indicates the return of total assets, provided the enterprise does not charge and does not pay interest expenses for the used borrowings.
The last formula shows that the balance sheet profit may be presented in the following way:
The first two of the above equations are replaced in the last formula for the balance sheet profit, which results in the following formula indicating the book profit of the enterprise:
Return of equity (ROE* is calculated as a percentage of the balance sheet profit to the average amount of enterprise's equity, with the following formula:
× 100
The above formula for the balance sheet profit is replaced in the original formula for calculation of the return of equity. As a result, we have the following formula for calculation of the return of equity:
This formula means that the return of equity is equal to the sum of the enterprise's return of total assets and the financial leverage effect, or:
This formula contains two common factors. The first one is the return of total assets (ROTA*, and the second -the effect of financial leverage (Е*, which is calculated with the following formula:
In the last formula, K 4 is the debt ratio expressing the ratio between the enterprise's borrowings and equity. This indicator characterizing the total structure of capital is calculated with the following formula:
Financial leverage effect describes the influence of the enterprise's business funding with borrowings on the changes that occur in the return of equity. The power and direction of this effect depend both on the value of the debt ratio and on the value and direction of deviation between the return of total assets and the internal interest rate. If return of total assets is bigger than the internal interest rate, i.e. than the price of borrowings )ROTA > I%*, than the financial leverage effect is positive and the return of equity is higher than the return of total assets. However, if return of total assets is less than the internal interest rate )ROTA < I%*, than the financial leverage effect is negative, and the return of equity is less than the return of enterprise's total assets.
With view of the formula describing the relation among return of equity, return of total assets and financial leverage effect, three factors influence the dynamics of return of enterprise's equity.
The first factor -changes in the debt ratio, describes the change of the general structure of capital and is relevant to the enterprise's financial risk level. The increase of the debt ratio above one means that the enterprise has low capital structure where the share of equity is less than the share of borrowings. This results in increase of the financial risk. At the same time, the increase of debt ratio may result in increase of return of equity, however the financial leverage effect needs to be positive in this case. Enterprise's financial management needs to implement measures to achieve and maintain balance between the debt ratio change rate and the difference between return of total assets and internal interest rate.
The second factor refers to the changes in the internal interest rate. The internal interest rate expresses the price of the enterprise's borrowings and varies among enterprises. This percentage is calculated as a ratio of loan interests to the average amount of all borrowings (long-term and short-term borrowings). Therefore, the value of internal interest rate is less than the loan interest rate.
The third factor refers to the changes in the return of total assets. As stated above, the return of total assets is calculated as a percentage of the sum of book profit and interest expenses to the average amount of assets. In this form the indicator describes the capitalization rate of assets, provided no interests are paid for the borrowings. This means that the enterprise carries its business by using interest-free capital only.
Analysis may go deeper to identify the reasons causing the positive or negative effect of each of those three factors on the change of return of equity for the time period in question.
RETURN OF EQUITY
As stated above, in relation to the return of total assets and the financial leverage effect, the return of equity may be expressed with the following formula:
This formula shows that the following factors influence the difference in the return of equity for the current period in comparison to the previous period: changes of debt ratio; changes of internal interest rate; changes of the return of total assets. The effect of those factors may be determined by the subsequent substitution method, which is an element of the business analysis method.
APPROBATION OF THE MODEL FOR ANALYSIS OF RETURN OF EQUITY
The model for analysis of return of equity with regard to return of total assets and financial leverage effect can be approbated on the basis of data about the business of leading companies in the canning industry in Bulgaria. The information necessary for the analysis and the assessment of return of equity is summarized in tables 1 and 2. Table 1 presents information about the average values of assets, equity and borrowings, and table 2 -about the book profit and interest expenses of the enterprises in question, and in aggregate for the group of enterprises. Table 3 shows the calculations of values of return of total assets (formula 3), of internal interest rate (formula 2), and of return of equity (formula 7) of the enterprises and in aggregate for the group. Table 4 summarizes the values of debt ratio (formula 11) and the difference between the return of total assets and the internal interest rate of the enterprises and in aggregate for the group. Table 5 presents the calculations of the financial leverage effect (formula 10) and the return of equity with regard to the return of total assets and the financial leverage effect (formula 9). The data in tables 3 and 5 shows that during the three-years' period being subject to analysis, the return of equity of all enterprises and in aggregate for the group of enterprises, calculated in accordance with formula 7 and formula 9, has equal values. This means that the determined model for analysis and assessment of return of equity with regard to the return of total assets and the financial leverage effect is theoretically correct and applicable in business practice. Table 6 describes the influence of the direct factors on the change of return of equity of the enterprises for 2015 in comparison to 2014.
The data in table 6 show that the return of equity of Agri Bulgaria EOOD (E1) has increased under the effect of the changes of the debt ratio by 0,5474, as well as under the effect of the change of the return of total assets by 4,2822 points, and has decreased under the effect of the changes of the internal interest rate by 0,7110 points. We can see that in Agri Bulgaria EOOD the debt ratio for 2015 has increased by BGN 0,291 in comparison to 2014 (0,8295 -0,5385), i.e. BGN 0,291 of more borrowings are attributable to every one Bulgarian lev of equity. At the same time, the internal interest rate describing the price of borrowings in its nature has increased by 0,857 points (3,8904 -3,0334), which also causes the decrease of the return of equity. The general effect of these two factors (changes of debt ratio and changes of internal interest rate) has caused the decrease of return of equity by 0,1636 points [(+0,5474) + (-0,7110)]. The changes of the internal rate of return have negative impact on the change of return of equity in the following enterprises: Agri Bulgaria EOOD (decrease by 0,7110 points); Kuminyano Fruit OOD (decrease by 0,2705 points) and Olineza Premium OOD (decrease by 0,0476 points). The negative effect of changes of the internal interest rate in these enterprises also influences the general negative effect of the factor on the value of return of equity in general for the entire group of enterprises. Changes of the internal interest rate have positive effect on the change of return of equity in the rest of the enterprises within the group, however it cannot compensate the negative effect of the factor in the first three enterprises.
Only in Kuminyano Fruit OOD, the changes of return of total assets have significantly negative effect on the change of the return of equity for 2015 in comparison to 2014. In all other enterprises within the group, as well as for the group in general, the impact of the factor is positive, and the most positive effect is demonstrated in the enterprise Filicon -97 AD (increase by 6,9853 points). Table 7 shows the influence of direct factors on the change of the enterprises' return of equity of for 2016 in comparison to 2015. The data in table 7 show that the changes of the debt ratio result in decrease of the return of equity in the following enterprises: Agri Bulgaria EOOD by 0,5480 points, and Kuminyano Fruit OOD -by 0,0019 points. In the rest of the enterprises, the factor has had positive effect, which is strongest in the following enterprises: Deroni OOD (increase by 1,0499 points) and Filicon -97 AD (increase by 1,0199 points).
Changes of the internal interest rate have had negative effect on the dynamics of the return of equity in the following enterprises: Deroni OOD (decrease by 0,0369 points), Viktoria Nuts EOOD (decrease by 0,0128 points) and Fructo Sliven AD (decrease by 0,0068 points). In all other enterprises, the factor has had positive effect, the strongest one being in Agri Bulgaria EOOD (increase by 0,5908 points) and Filicon -97 AD (increase by 0,2022 points).
Changes of return of total assets have negative effect on the occurred changes of the return of equity for 2016 in comparison to 2015 in the following enterprises: Agri Bulgaria EOOD (decrease by 3,8471 points) and Olineza Premium OOD (decrease by 10,6761 points). We can highlight the negative effect of the factor in Olineza Premium OOD, which is due to the significant decrease of the return of total assets by 7,4732 points (6,9391 -14,4123). If we compare the values of return of total assets for 2015 and for 2014, we can see that such return has increased by 3,2908 points (14,4123 -11,1215).
In the rest of the enterprises, changes of return of total assets have had positive effect on the dynamics of return of equity. Strongest effect is observed in the following enterprises: Filicon -97 AD (increase by 18,72 points) and Kuminyano Fruit OOD (increase by 14,1441 points).
Data in table 5 show that the financial leverage effect in all enterprises during each year within the three-years' period in question is positive. This means that the return of equity is bigger than the return of total assets of the enterprises. This conclusion is further verified by the data in table 8. Based on the data in the last table we can make the respective conclusions about the differences between the return of equity and the return of total assets in the individual enterprises. In 2014 the biggest difference is seen in the second enterprise, Kuminyano Fruit OOD, followed by the sixth enterprise, Viktoria Nuts EOOD, and the smallest difference is seen in the enterprise Agri Bulgaria EOOD.
With regard to 2015, the biggest difference is seen in the sixth enterprise, Viktoria Nuts EOOD, followed by the second enterprise Kuminyano Fruit OOD. The smallest difference is observed in the first enterprise Agri Bulgaria EOOD again.
During 2016 the biggest difference is observed in the fifth enterprise, Filicon -97 AD, followed by the second enterprise, Kuminyano Fruit OOD, whereas the smallest difference is also seen in the first enterprise, Agri Bulgaria EOOD.
We can see that the values of differences between the return of equity and the return of total assets in different enterprises during each of the years within the three-years' period in question vary significantly. Furthermore, the enterprise Agri Bulgaria EOOD is characterized with the smallest differences during all of the three years.
Based on the dependence among the return of equity, the return of total assets and the financial leverage effect, we can make the conclusion that namely the difference between the return of equity and the return of total assets expresses, in its nature, the financial leverage effect. This conclusion is verified by the calculations made in table 5 (for the financial leverage effect) and in table 8 (for the difference between the return of equity and the return of total assets of enterprises).
CONCLUSION
The main source of information for the analysis is accounting. "It is of exceptional importance to organize accountancy in such a way that it would satisfy to the highest degree the requirements set by the analysis, and the provided information should offer an opportunity for its detailed working out in specific directions and sections". The resultative information is useful for the industrial enterprises' management to consider and make effective management decisions for the purposes of improving the efficiency of the business in operating and strategic aspect. This is an objective prerequisite for the successful development of the enterprises, the increase of their competitive power and their good position on a dynamic market.
The usefulness of the resultative analytical information confirms the significance of the management function Analysis within the governance system of every enterprise. The information needs of the management may have opposite effect with regard to expansion, building-up and improvement of the methodology for analysis and assessment of the enterprises' return of equity. This is further verified by the identification of the power and direction of the direct factors' impact on the dynamics of the return of equity with regard to the return of total assets and the financial leverage effect. Enterprise's management pays attention to different problems that need to find their theoretical solutions.
The methodology for analysis of the return of equity allows to identify and systemize the weaknesses and strengths with regard to the enterprises' business funding and the effectiveness of the use of their assets and capital, on the basis of which specific measures and actions for improvement of the business efficiency may be developed and proposed.
